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LeRoy E. Fuller 
President 


TO OUR SHAREHOLDERS 


| am pleased to send to you our first Annual Report following our initial public offering 
of company shares in July of 1969. 

The first part of 1969, prior to the public issue, was devoted to negotiations to as- 
semble the various companies that now form the Controlled Foods group. Since the 
public issue, the Company has been organizing and consolidating these companies into 
strong Regional Divisions. This work has resulted in establishing Divisional offices in 
Toronto for Eastern Canada, Minneapolis to direct our U.S. operations, and in Vancouver 
for Western Canada operations. ; 

This divisional structure will ensure that each operation receives close supervision. 
Head Office will maintain control over divisional offices through accounting procedures 
and reporting systems which are in the final development stages. 


In the past year: 
¢ Total revenue increased to $13,183,000 in 1969 from $11,464,000 in 1968. 


e The number of restaurants owned and operated by the Company expanded to 69, 
compared with 61 as of December 31, 1968. 


« - Your Company created a new fast food restaurant called “Chappy’s Fish and Chips”. 
A total of fourteen Chappy’s restaurants were opened in Canada and the U.S.A. in 
1969 including units operated by franchisees. 


¢ Thecommon shares of Controlled Foods were offered to investors for the first time 
in 1969 and were listed on the Toronto Stock Exchange. 


« Adecision was made to move the corporate office to Vancouver. This decision was 
made the latter part of 1969 and the physical transfer took place during February, 
1970. 


« Your Company developed a restaurant concept called “Fuller's Coffee Shop” and 
with it will enter another area of the fast food business. 


The Company expenditure for fixed assets in 1969 was $3,343,000 for: 
1. Remodelling and updating a substantial number of our existing units. 


2. Acquiring land and buildings for Chappy’s Fish and Chips (company owned 
and franchised units). 


3. Acquiring land and buildings for new A & W units. 
4. Acquiring and updating equipment in our units. 
5. Acquiring land for future expansion. 


Of this expenditure, $1.4 Million was used in the purchase of land. Most of this land was 
acquired in Ontario, Alberta and British Columbia. These areas continue to show the 
highest growth rates in Canada and we feel that land in these areas will continue to 
increase in value. 

| was appointed President on May 21st, 1970, following the resignation of Mr. R. F. 
Bolte, the Company’s first President. Mr. Bolte will move to the U.S.A. to continue an 
academic career. He will, however, remain as a Director of the Company where he will 
continue to be a significant contributor to the operation of the Company. 

We regret that Mr. David Wynn Thomas, our first Chairman, passed away in March, 
1970. His wisdom and foresight will be missed by the Company and his many friends 
and associates. 

Looking ahead, the future looks bright for your Company. It is operating from a 
strong base of company-owned units with many years of past operating history. We see 
a continuing trend of increasing per capita income, greater population, added leisure 
time and a greater demand for eat-out meals. These factors give us confidence that our 
Company has a good long term growth potential in the food industry. 

This past year was one full of challenges and accomplishments. We are deeply in- 
debted to our employees, suppliers and shareholders for their loyal support during the 
period under review. 


On behalf of the Board 


bey on 


@ LeRoy E. Fuller 
June 5, 1970 President 


FINANCIAL 
REVIEW 


The operations of Controlled Foods International Ltd. and its subsidiary companies have been 
classified for purposes of planning and conirol into the following Divisions: 


SALES (in thousands) 


Division 1969 % 1968 % 
Canadian Drive-In Division ............. $ 9,583 0) $ 9,189 80.5 
CoflesShopl Divisione eee 1,034 8.1 639 5.6 
BUICK FAlVNIG. we heuer Gua eae teres so Ia lors 1,584 SEO 
Chappy's Fishand:Chips............... 209 1.6 = = 

SSS TAS 100.0 $11,412 100.0 
REVENUES 


Sales of food and supplies were $12,775,985 in 1969, an increase of 12.0% compared with sales 
of $11,411,639 in 1968. Our expansion program accounted for part of the increased sales. 
During 1969 Controlled Foods opened nine company-operated restaurants, including one A & W, 
two Coffee Shops and six Chappy’s Fish and Chips units. One drive-in restaurant in Toronto was 
closed, at a location which will be redeveloped into a Fuller's Coffee Shop. 

The Company sold franchises for Chappy’s Fish and Chips stores for the first time in 1969. 
Under this program Controlled Foods generally acquires land, constructs the building and 
leases the package to a franchised operator. Gross revenues of the Company in 1969 included 
over $300,000 from franchising. These revenues were derived from equipment sales, franchise 
fees, licence fees, rentals and royalties. 


EARNINGS 


Income before income taxes was $602,640 in 1969, compared with $1,002,721 in 1968. 

Profit margins declined in 1969 due to expenditures made in connection with the organ- 
ization and public financing of the Company, Head Office staffing requirements, research, 
development, and land acquisition costs associated with our Chappy’s and Fuller's Coffee Shop 
programs. An amount of $160,000, before taxes, for reorganization, amalgamation and share 
issue expense was also charged directly to Retained Earnings in the year under review. 

Operations were not profitable in the fourth quarter of 1969 due to seasonal factors and an 
accounting change in the treatment of income from the sale of franchises for Chappy’s Fish and 
Chips. On the advice of our auditors we adopted the accounting approach recommended in the 
January, 1970 issue of the Journal of Accountancy. Under this approach, revenue from the 
initial sale of a franchise is recognized as income when the conditions of the franchise contract 
have been substantially fulfilled. Revenues of the Company in 1969 include $88,240 from initial 
franchise fees. Additional franchise fees in the amount of $298,600 were not taken into income 
in 1969. These were recorded as deferred income and will be taken into income as the related 
franchise contracts are substantially fulfilled. 

Our income tax rate increased from 38.2% in 1968 to 48.8% in 1969. At the end of 1969 the 
Company had unused tax losses aggregating $84,000 which are available for deduction from 
future taxable income. 

Net income for the year in 1969 was $308,640 or 13¢ per share, compared with $620,154 
or 26¢ per share in 1968. Earnings per share in each year are based on the average number of 
shares outstanding. 

While earnings were below that of 1968 it should be noted that pre-tax profits were the 
second highest on record. A five year statistical review of Controlled Foods and its predecessor 
companies appears on page 15. 

The Company expects to increase profits by reason of centralized control of the Divisions, 
administrative cost reductions, and price increases where required. 


FINANCIAL POSITION 


Shareholders’ equity was $4,071,699 at the end of 1969, compared with $2,070,922 at the end 
of 1968. The increase reflects the issue of 285,000 shares of common stock in 1969 for a cash 
consideration, before expenses, of $1,769,137. 

Capital expenditures for the acquisition of fixed assets were $3,343,093. Due to this rapid 
buildup, the Company had a working capital deficit of $966,081 at the end of 1969. The Com- 
pany has, however, a strong fixed asset base from which it has sold or mortgaged certain 
properties in 1970 to strengthen its working capital position. 


DESCRIPTION OF DIVISIONS 


CANADIAN DRIVE IN DIVISION 


Controlled Foods owned and operated 53 restaurants in its Canadian Drive-In Division at 
December 31, 1969 as set out below: 


Name No. of Units Location 
XC CONN Eee eee 49 B.C., Alberta, Ontario, Quebec 
McMurray’s .... 2 Ontario 
Robbies....... Le Ontario 
aS 


The A & W drive-ins are operated under franchises granted by A & W Food Services of 
Canada Ltd. A & W is the largest drive-in restaurant chain in Canada, with over 225 units and 
combined sales in 1969 in excess of $45 Million. 

In 1969 the Drive-In Division converted five Country Fair restaurants into A & W units. 
A new A & W unit was opened in Victoria, British Columbia in December, 1969. One Robbies 
unit on Jane Street in North York was closed, since the Company plans to construct a Fuller's 
Coffee Shop on this site. 

In May, 1970 a new A & W drive-in restaurant was opened in Edmonton, Alberta, our 
tenth unit in that city. 

Sales of the Canadian Drive-In Division were $9,583,000 in 1969, compared with 
$9,189,000 in 1968. This Division will continue to be a prime contributor to revenue and 
profits. 


DESCRIPTION OF DIVISIONS 
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COFFEE SHOP and RESTAURANT DIVISION 


Controlled Foods presently owns and operates four restaurants in its Coffee Shop Division. 
These include a Hickory House unit in Winnipeg, seating 90 persons; a Buffalo Bill Steak Vil- 
lage in Edmonton; a Burger Family Restaurant in Billings, Montana, seating 150 persons; and 
a Country Fare Restaurant in London, Ontario. 

Sales of this Division in 1969 were $1,034,000 compared with $639,000 in 1968. During 
the year management conducted a number of studies in this Division in an effort to finda 
building design, menu and price range, which will become the Company's standard coffee 
shop package for the 1970’s. This intensive review has resulted in the design of Fuller's Coffee 
Shop, pictured above. This unit provides interior seating facilities for 130 persons in comfort- 
able but informal surroundings. The menu is broad and features steak dinners, chicken and 
shrimp, as well as hamburgers, hot dogs and a wide range of desserts and beverages. 

An Agreement has been signed whereby the first Fuller’s Coffee Shop will be constructed 
in Edmonton and leased to the Company. Management of Controlled Foods is extremely en- 
thusiastic about the Fuller's Coffee Shop program. We intend to establish a leading position 
in Canada in this segment of the food service industry. 


DESCRIPTION OF DIVISIONS 


BURGER FAMILY INC. 


Controlled Foods holds the trademarks in the United States for the names and symbols used 
in the Burger Family merchandising program, including Papa Burger, Mama Burger and 
Baby Burger. The trademarks are held by Burger Family Inc., a wholly owned subsidiary of 
Controlled Foods, with offices in Minneapolis, Minnesota. 

Under limited franchise agreements, Burger Family Inc. has granted the use of these 
names and symbols to over 1,000 A & W restaurant operators in the United States who mer- 
chandise hamburgers under the Burger Family tradename. Burger Family Inc. has a whole- 
sale division which supplies foil bags, seasonings, and paper products to these U.S. 
restaurant operators. (See illustrations) 

Burger Family Inc. also has a fast food division which owns and operates three restaur- 
ants in South Carolina trading under the “Burger Family” name, plus three A & W units in 
South Carolina. Two other restaurants in the Carolinas are operated under a management 
contract. 

Sales of the Burger Family Inc. Division were $1,950,000 in 1969 compared with 
$1,584,000 in 1968. This sales total includes 15 months of operations for the fast food out- 
lets in North and South Carolina, due to a change in their fiscal year end from September 
30th to December 31st. 

The outlook for 1970 in this Division is for stable sales and improved profits. 


DESCRIPTION OF DIVISIONS 


AUTHENTIC ENGLISH 


CHAPPY’S FISH and CHIPS 


In 1969 the management of Controlled Foods created a fish and chips restaurant with the 
tradename of Chappy’s Fish and Chips. 

During the year Controlled Foods opened six company-owned Chappy’s units. In addi- 
tion, eight franchised units were opened in Victoria, Calgary, Winnipeg, St. Catharines, On- 
tario, and three units in Columbia, South Carolina. 

Franchises for ten Chappy’s units were also sold for 1970, and outlets are open or under 
construction in Winnipeg, Calgary, Ottawa, Burlington, Kingston and Chicago. Two company- 
owned stores have been opened in 1970. 

Upon completion of this program there will be eight company-owned stores and eighteen 
franchised stores in operation. 


CONTROLLED FOODS INTERNATIONAL LTD. 


(and its wholly-owned subsidiaries) 


CONSOLIDATED BALANCE SHEET December 31, 1969 
(with comparative figures at December 31, 1968) 


ASSETS 1969 1968 
(note 1) 
CURRENT: 
ASH che He Ge ee sk ee Re tr en See OFSOM $ “S8iaoen 
Marketable securities — at cost 
(market valleniliZe 7a Olinn OOO soil s24:ni Min O.6 S) aee mene nee ene 24,931 24,931 
Notesiandiaccouintsireceivable (mote 2) ae ae easier ree menee 361,990 856,866 
Inventory at the lower of cost and net realizable value................. 338,243 201,743 
PrepaidiexDenses: andiGemOsttsiy sem reea aie yee ee ieee te tr 198,490 159,348 
‘Total:-cunrentassets. 5 es anaes ato ees ene eee ee 963,961 1,630,409 
EONGWERMINGTESANDIRECEIVAB BESI in OtCe2)) maar tartn nanan nr 168,367 
FIXED (note 3): 
Buildings, equipment and leasehold improvements................... 4,703,578 2,864,354 
Less accumulated depreciation and amortization................... 1,187,908 943,460 
SSI oy (6740) 1,920,894 
Ee: 1h RMN OPOPENTR T PRR NAE Es et cM os Mae lS Gm yoo nd eudiOPasa'e ie. UIE eee 2,267,641 832,071 
5) ASSO 1 252-908 
OniRER: 
Franchises and leases at cost less amortization (note 4)............... 570,513 534,878 
DevelopmentCosisi(note:4) hemes tare erar norte emer eater aera 72,048 
Deferred finance charges irs ants ere ore te eae ence ot eee 33,241 23,647 
675,802 558,525 
$7,591,441 $4,941,899 


See accompanying notes to consolidated financial statements. 


LIABILITIES nee? 1968 
(note 1) 
CURRENT: 
BANGING SOLCG MOSS Hee ea er ricae ie Crna ete a cuss borane cone & 50,921 $ 236,150 
Aecoumtsipavableranciaccnued GhargeSaace. sue. ogee eee a: 1,290,619 754,368 
MCOMeran GrothemtaxeS DaVaplenunew nin. scarsent creche chr wiele weg e epee 220,941 Silos aa 
CUinenuponionoflonagitenmiGebts a... 2 a. ce ewes © cto eens meee oh 367,561 256,954 
TOMIGCUIEICTE IONE Ss Geo ee ears ooceuoagmde noes cuanen ee 1,930,042 1,X8cOls' 
DEEERREDIRRANGCHISEREVENUES sae teas ane) nc oes cenios see ean 298,600 
MONGRERNVEDEBIE(MOte Siete hese se es es thee cere sc Gein aces = 1,658,661 1,564,918 
Bese CMmromUDOruOlicn . as eat mila ornate acetal cle tial wah eda eden aig a 367,561 256,954 
1,291,100 1,307,964 
SHAREHOLDERS’ EQUITY: 
Capital stock (notes 1 and 6) — 
Authorized: 
4,000,000 shares without par value 
Issued: 
OL SOOOTS AES uel a <n alan ak See oe re ee ee ee SSH OOS 1,542,372 
RetainOdhoaliihiGSim,. acc is kt eon = Lares eae ee Owe er ey 760,190 528,550 
4,071,699 2,070,922 
On behalf of the Board: 
LG fff plle-— 
DIRECTOR 
De 
DIRECTOR -_ —__—__—— 
2 $7,591,441 $4,941,899 


1. ACQUISITIONS AND ACCOUNTING TREATMENT 


Trivet International Ltd. was incorporated on February 20, 1969 
under the laws of the State of Delaware, U.S.A. As of April 29, 1969 
the name of the company was changed to Controlled Foods In- 
ternational Ltd. (C.F.I.L.). It is proposed that the company will 
operate only in Canada holding the shares of other Canadian.and 
United States corporations and will qualify for Canadian income 
tax purposes as a resident corporation. 


On various dates in 1969 (prior to April 29), C.F.I.L. entered into 
the following transactions: 


(a) Acquired in exchange for the issue of 573,495 shares all the 
outstanding shares of Burger Family, Inc. (Idaho), South Carolina 
Drive-ins, Inc. and A & W Soda Shops, Inc. together with certain 
lands. 


(b) Issued 63,722 shares for $245,330. 


(c) Subdivided the above mentioned 637,217 shares into 
702,000 shares and increased its authorized capital to 4,000,000 
shares. 


(d) Acquired in exchange for 1,638,000 subdivided shares, all 
of the outstanding shares of Controlled Foods Corporation Lim- 
ited (Ontario) and Courtenay A & W Drive-In Ltd. (British 
Columbia). 


Controlled Foods Corporation Limited (C.F.C.L.) represents an 
amalgamation of eleven companies operating drive-in restaur- 
ants in Southern Ontario, effected by letters patent dated Decem- 
ber 31, 1968. Since that date this company has acquired all of 
the outstanding shares of acompany operating in Western Canada 
and a company operating in Quebec and the assets and under- 
taking of nine drive-in restaurants operating principally in West- 
ern Canada. In 1969 and prior to the acquisition by C.F.I.L., 
C.F.C.L. converted 9,080 $10 par value of its preference shares 
to 90,800 of its common shares, issued 409,149 common shares 
in consideration for the cancellation of an obligation of $409,149 
due to shareholders and issued 71,000 common shares for 
$71,000 cash. 


Courtenay A & W Drive-In Ltd. and its wholly-owned subsidiaries 
operate thirteen drive-ins in British Columbia. In 1969 and prior 
to the acquisition by C.F.I.L., Courtenay issued 13,668 common 
shares in consideration for the cancellation of an obligation of 
$157,176 due to shareholders. 


All of the C.F.I.L. acquisitions referred to above have been 
effected by means of the issue of shares. The assets and liabilities 
of the constituent companies have been combined in the accom- 
panying balance sheets on a “pooling of interests” basis, the net 
assets being included at the values recorded in the accounts of 
those companies. The acquisition of all of the outstanding shares 
of a company operating in Southern Ontario and the cost of the 
assets and undertaking of three additional restaurants acquired, 
principally for cash, by a subsidiary company have been 
accounted for as “purchases”. 


These transactions are reflected in the pro forma financial state- 
ments as at December 31, 1968 as though they had occurred at 
December 31, 1968. For comparative purposes, therefore, the 
1968 financial statements are presented as follows: 


(a) The balance sheet as at December 31, 1968 reflects the 
transactions referred to above; 


(b) The statement of consolidated retained earnings includes 
the retained earnings of all companies acquired in exchange for 
Treasury shares; 


(c) The statement of consolidated earnings includes the com- 
bined operating results of the constituent businesses referred to 
above. 


Almost all of these businesses were private companies owned by 
their former directors and officers whose remuneration varied 
from year to year and was not indicative of the remuneration that 
is being paid to executive officers of the combined group of com- 
panies in 1969. In this regard, the 1968 operating results are not 
completely comparable to 1969. If the executive remuneration for 


i. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS December 37, 1969 


1968 had been at the 1969 rate, $209,933, and income taxes 
were provided-on the basis that all the companies were ‘“asso- 
ciated” for income tax purposes, the 1968 combined net income 
after taxes would have amounted to approximately $448,000. 


Due to the acquisitions referred to above, 1968 comparative fig- 
ures for the statement of consolidated source and application of 
funds are not available. 


Balance sheets and earnings of U.S. companies are included on 
the basis of U.S. = Cdn. $1.08. 


2. NOTES AND ACCOUNTS RECEIVABLE 


This consists of: 1969 1968 
Franchise fees and 

equipment sales..........., 383,499 

Less long term portion........ 168,367 $215,132 
Amounts due from 

Sharenoldersi cacao se oes 23,694 $516,330 
Trade and other accounts 

(OCOIVEDIE, area econ eres 123,164 340,536 

$361,990 $856,866 


3. FIXED ASSETS 


Fixed assets are valued at cost to the consolidated companies. 
The major categories of depreciable assets are as follows: 


Accumulated 
depreciation 
and 
Cost amortization Net value 
BOdchiagsyt ec.cee cases Omori $2,063,113 $ 191,709 $1,871,404 
Equipment, signs, 
automotive, fencing and 
DAVIING: ccottneen te cres earns 2,040,040 866,738 1,173;302 
Leasehold improvements....... 600,425 129,461 470,964 


$4,703,578 $1,187,908 $3,515,670 


In prior years, the company has recorded depreciation on most 
of its assets on the diminishing balance method at rates used in 
determining the maximum amounts normally allowable for income 
tax purposes. In 1969 the method was changed to a straight-line 
basis for equipment and buildings using rates designed to amor- 
tize the net book value over the estimated useful life of the assets. 
This change had no material effect on the reported results 
of operations. 


4. OTHER ASSETS 


The cost of franchises and lease costs are being amortized on a 
straight-line basis over the terms of the contractual agreements 
varying to a maximum of nineteen years. During 1969 amortiza- 
tion of franchise and lease costs amounted to $46,717. 


Development costs are being amortized on a straight-line basis 
over three years from the commencement of the programme. 


5. LONG TERM DEBT 


This consists of: 


Mortgages of Controlled Foods 
Corporation Limited or its wholly- 


owned subsidiaries (repayable in Portion 
blended instalments of principal due within Long term 
and interest over the period to Total debt one year portion 
maturity): Som. eee 
12% chattel mortgage due 

AUGUST Onion Ontneetauaciee eerie! $ 40,200 $ 40,200 Nil 
8% first mortgage due 

March 15, 1971 ee Ae 34,056 1,940 $ 32,116 
7% first mortgage due 

MarchisilO ine ion esr carecke : 18,750 15,000 3,750 
814% second mortgage due 

Mayu Sea1O7. ceucraeregaeiersner crcyarurgccses 27,431 832 26,599 
7% second mortgage due 

May 15s VON Saat teracteatae ecemaase 1755 22 534 
8% second mortgage due 

Sulit: 9 Fata. ee ces soto eras acte eames 65,000 15,000 50,000 
7% first mortgage due 

PAUSES ON S74 oso oss 2 cit abe ae 31,066 2,083 28,983 
8% second mortgage due 

October AOTe moda. seer ts 27,000 Nil 27,000 

(continued) 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS December 31, 1969 
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Portion Portion 
due within Long term due within Long term 
Total debt one year portion Total debt one year portion 
8% first mortgage due Out DY NavOUS lee 
O@ciobersOn Of ssa... s- aoos 38,000 5,000 33,000 - 
Tec onmiaridage due (OAONONIE Giana pes aannbeccseunes 224,853 68,557 156,296 
November 23, 1971........c>..... 11,200 4,800 6,400 $1,658,661 $367,561 $1,291,100 
7% first mortgage due ree , 
February 15, 1972........... 11,575 2.272 9.303 The aggregate amount of principal repayable over the next five 
9% first mortgage due years is as follows: 1970 — $367,561; 1971 — $406,571; 1972 — 
Shy ICR ae ee 36,543 1,660 34,883 $272,386; 1973 — $113,541; 1974 — $201,302. 
7% first mortgage due 
AUGUSTA OMe cck aici. se alee kere ee 31,000 12,000 19,000 6. CAPITAL STOCK 
84% first mortgage due r oe 
clover OC was ker wend onan 72,686 4,683 68,003 During the year the company sold, pursuant to an underwriting 
10% first mortgage due agreement, 285,000 common shares for an aggregate consider- 
March ON S0sret ts o.oo, co pel: 17,043 2,019 15,024 ation of $1,769,137. 
Oe ae ae siege ise Ons The Underwriter has an option to purchase a further 21,500 shares 
10% rst morigage due ae. at $6.50 per share at any time to June 30, 1972. 
CL UEIAy Ue TCs Sere pecan On AIS 121,81 4,184 117,628 
7% second mortgage due ir: LOSSES AVAILABLE FOR TAX PURPOSES 
as 23,1974... 0s 17,700 3,600 14,100 Certain subsidiaries have incurred losses in 1969 and prior years, 
Aes ee ma oaue due pore oon eae aggregating $84,000, which are available for deduction from future 
ye a bighoe re ae ea alain taxable income in the respective companies, within the limitations 
Jig 23 ae ee 68,131 3,939 64,192 prescribed by The Income Tax Act. 
7% first mortgage due 
NtiCtistal BOG lean ss esac ack. 12,074 910 11,164 8. COMMITMENTS 
914% first mortgage due War Heidi : 
econ Deon OST nee 55,000 175 54,825 arious subsidiary companies have leases of real property for 
860,691 132.358 728,333 varying terms up to a maximum of nineteen years with rentals 
Pee ecceer Farsiyine varying in some instances, with gross revenues, taxes, insurance 
fi eea abienii blended inciaiments and other occupancy charges. Minimum rentals for the succeed- 
of principal and interest over the ing five years are as follows: 
period to maturity): 1970 $ 388,801 
7% first mortgage due 
September 5, OV Os cies ce one a s 12,387 12,387 Nil ae See 
8% first mortgage due : 
SUNT Vile Se ee eee ee 24,300 8,100 16,200 1973 342,418 
6% first mortgage due 1974 324 341 
wily 2138 Sak IN el oe re 8,424 2,808 5,616 a 
7% second mortgage due $1,818,130 
September lO7Gn ae eee ee 24,502 2,117 22,385 aa a 
7% first mortgage due Contractual obligations at December 31, 1969 in respect of cap- 
September 24, 1978.............-. 39,090 3,262 35,828 ital and other expenditures amounted to approximately $500,000. 
108,703 28,674 80,029 
Payable by Courtenay A & W 9. REVENUE FROM FRANCHISE FEES 
Si alleges or its wholly-owned Revenue from franchise fees is recognized in the accounts as 
Agreement for sale — income when the conditions of the contract have been substan- 
10% agreement for sale due tially fulfilled. 
NEW Sila Oo hod acmncpemenscere 50,000 50,000 Nil 
Mortgages (repayable in blended 10. STATUTORY INFORMATION 
instalments of principal and : : , f 
interest over the period to 1969 expenses include remuneration of directors and senior of- 
maturity): ficers of $209,933. 
7% first mortgage due 
December ti iOVS marci ee 8,423 1,400 7,023 
7% first mortgage due 
December, 1960 Genre knwo ome ns 25,007 2,530 22,477 " 
8% first mortgage due 
Rugust 1] (O85 see eee ee 10,713 362 10,351 
10% first mortgage due 
[NUS Te Aas gs suman oars eo 37,438 930 36,508 
NOTES PAYABLE: 
D. Mohler, repayable in 
yearly instalments of 
$17,750 plus interest at 
7% per annum due 
Ror tO eee eects etna 53,250 17,750 35,500 
Associated A & W Drive-ins 
Ltd., repayable in monthly 
instalments of $4,167 
commencing June 1, 1969 
plus interest at 8% per 
annum due June 1, 1973............ 170,833 50,000 120,833 
Composite Investments 
Ltd., repayable in monthly 
instalments of $1,250 plus 
interest at 844% per 
annum due April 1, 1977..........--- 108,750 15,000 93,750 
: 464,414 137,972 326,442 
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CONTROLLED FOODS INTERNATIONAL LTD. 


STATEMENT OF CONSOLIDATED EARNINGS 
YEAR ENDED DECEMBER 31, 1969 (with comparative figures for 1968) 


REVENUES: 

Sales — 
FOOG*ANG'SUDDIES sc: cues <, suiahed saeceh pete er ne on a ere ac 
EGQUIPIMONIE ei eens sehr aids gat tA CO Me eee erecta er a 
Franchise:feés:(n@te iO) os <r ie oor anne ren ee ea ec ac ea es 
Licence feesiand royalty IMO Gite eect ernces ies meee eet ee ra ote tour irnreeee Sere ce 
Rental COmnes, ai. Stace ho cere cece co ORC eee es er ee 
@)lal=\minverolantewessdl acer aaachcers mateatamecuainkainiy’d Go Mea pcs Gio Soqloro don adn Me erlanra! 


COSTS AND EXPENSES: 


Cost of sales — 
FOOG-and'SUPPIIES <2. ae aes hier ae usa sites ocr te mn ore eer a Oe eee 
FEU PITAL: ees cee See ese a a Re cP ora etn er ere eS 
DepreciationranGgamontizatiomOftixeGiaSsets wees eran einai nce ence erate ner 
Selling, operating, general and administrative expenses ........... 0.00.0 eee 
Interest — 
LEONG TERM Geb ty eacacaeettte oct ee Stee tee weet Bea eee OR en ce gee 
OOD a5 Sere ea Chico: Piney 3 Oe Sees Soni gt etary oa Oe 


INCOME DefOreiMCOME TAXESH Sistas eeyen sect esses cod ol cetera oe aes eae eee 


[MCOMeO: taXeSs ices olay wey) yeh ye cans se NEL RNS Sees Roem er ate cen eee 
Netincome for VOamiin. 2-5 lsu. oie 5 een ari me eee nae ee aces ey 


Earnings: per SManes 7.23 <5. Secs, dacs pecaeiie testes he eee ae re gee 


1969 


$12,775,985 
146,504 
88,240 
44,610 
54,244 


73,678 


13,183,261 


4,872,550 
113,161 
312,747 

END ON2Z 


139,028 


23,623 


12,580,621 


602,640 


294,000 


$308,640 


$.13 


1968 
(note 1) 


$11,411,639 


22,394 
29,656 


11,463,689 


4,472,968 


270,770 
5,598,444 


94,767 
24,019 


10,460,968 


1,002,721 


382,567 
$620,154 


$.26 


Earnings per share for 1969 have been calculated on the basis of the weighted average number of common shares 


outstanding during the year. 


The 1968 pro forma earnings per share are computed using the number of shares outstanding immediately before the 
issuance of shares referred to in note 6. As indicated in note 1, had the combined income for 1968 been computed on the 
basis of the 1969 level of executive remuneration and 1969 income tax position, the net income would have amounted to 


$448,000, or $.19 per share. 


See accompanying notes to consolidated financial statements. 
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CONTROLLED FOODS INTERNATIONAL LTD. 


STATEMENT OF CONSOLIDATED RETAINED EARNINGS 


eas 1969 1968 
YEAR ENDED DECEMBER 31, 1969 (with comparative figures for 1968) (note 1) 
RotctmeckcannimGsiOegmminGionvOalernt nena ee ewe aeres cries saad sae cone $528,550 $643,756 


Consolidated net income: 
NEHIMNCOMT CON VCalietaemicmm nines 0 cist crater tek Una one rs kerri a.4 aideaic beens Ruaee 308,640 620,154 
Less, in 1968, amounts included therein which are applicable 
to companies whose assets (as distinct from shares) 


Wereracd WiKCCUMOten Dew meaceeee teen ere an ee. Bn Ss Te rnd fete vette 265,290 
308,640 354,864 
837,190 998,620 
Deduct: 
Distributed to former shareholders pursuant to 
SeOIOMOGOmme Coroonations Act (@mtanio) eee enti ene nie ie atcneeene 79,749 
GOO WIE WALES TNO I fiepra ee ec oe er ee a ese tee eT ee hig Chea 349,321 


Reorganization, amalgamation and share issue expenses, 
less applicable income taxes 


(CiRNEIS I = ASKS HOI OKO Ie fake —e NHI MCKOVON NN. hse cms o aioey oe actalh Om e> Gioia res cone & 77,000 41,000 
77,000 470,070 
Retained eannimGStenGroinyealan.rue etme ween water aA ee cae ear etina ig -cmea ween ne $760,190 $528,550 


See accompanying notes to consolidated financial statements. 


STATEMENT OF CONSOLIDATED SOURCE AND APPLICATION OF FUNDS 
YEAR ENDED DECEMBER 31, 1969 (note 1) 


SOURCE OF FUNDS: 


Operations — 
NGtIMGOMIGTO HV.Ca pret are cree ener oe roe ae td Ne SR eR en LE ere Re MRE ea ere ont cain ene Oath $ 308,640 
Peoreciavonanciamontizarontolitixedrasseiss taarea cient te rie tice cereale eran ee inye mieoree 312,747 
AmonizationiohtranchiSes:andileaSe:COStS/ a4 seen mers Meme here estes Cletal Wels Genta un pucntieneis <a 46,717 
668,104 
IssueroficOmimOomniShaneSn nese css ear eee ee Par ie cee ere gente rey Greiner csc rue eninc aire Live 1,769,137 
ACaiionalilonatennGehtinancinGiss a. ciara Mer ene aaa Re cess wdae Nr on AiR ret ake sine aise 354,268 
Inerease invdeterredifranchise mevenUerere name acne ermine ieee nents eee yee rae hedirae an ia: 298,600 
3,090,109 
APPLICATION OF FUNDS: 
Retirementotiong. tenmiGdeb titra... comet nee etna cece oe eatteacren segs Sati treteiee Minus coaciantes aust ance 4 Sialic 
Fixediassetsiaccuinedi(Met)itecnva ce cccenwcie tamara rasan se temernn Sy rarcracwinn Gencnamambata eka ais ia see Deseret 3,343,093 
Increase inmlongitenm:receivableses organ weyers aie, mere ote ease Ley etree Got Aastha 168,367 
INpretwsretseul aWeldalet ers Sieh petemieecurinen gehen nis eenecrain racopenemenmena eta tone: ton pee empanl Gime Meares eeacarnin mantener GRRE cdr Ont 163,994 
Reorganization, amalgamation and share issue expenses 
(xeikecTo) ol lev] ol (eviqrevolpasvitch (sata een cen Sian e S 2 tty SOS con ane c anna ee oR Calton Spe ciodeda 77,000 
4,123,586 
Reduction in:;working Capital/dUring Vealeawacpeabt aden varie a eater rea art a eer aoe ctr (1,033,477) 
Vel ddiare irersl ofleslprctal oxeve) IMN(oWOlAsrzlferat ay sence mk 40 Hn Hoan Goeraneny Aan cepa Meme qramiatnn 5) dooming Gon ooc 67,396 
Workingicapital'deficiency atiemalOtiycatiirrasrrrs ke ceteris nara ence ee naMe etic ties srapee eateries Giles creme erro eee $ (966,081) 


See accompanying notes to consolidated financial statements. 


To the Shareholders of 
CONTROLLED FOODS INTERNATIONAL LTD. 


We have examined the consolidated balance sheet of Controlled Foods Inter- 
national Ltd. and its wholly-owned subsidiaries as at December 31, 1969 and the 
consolidated statements of earnings, retained earnings and source and applica- 
tion of funds for the year then ended. Our examination included a general review 
of the accounting procedures and such tests of accounting records and other 
supporting evidence as we considered necessary in the circumstances. 

In Our opinion these consolidated financial statements present fairly the finan- 
cial position of the companies as at December 31, 1969 and the results of their 
operations and the source and application of their funds for the year then ended, 
in accordance with generally accepted accounting principles which, except for 
the change in the method of computing depreciation explained in note 3 to the 
consolidated financial statements, were applied on a basis consistent with that 


of the preceding year. 
Hamilton, Canada, 


May 13, 1970 Chartered Accountants 
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CONTRCLLED FOODS INTERNATIONAL LTD. 
and Predecessor Companies 


FIVE YEAR STATISTICAL REVIEW (000's eliminated) 


1969 1968 1967 1966 1965 
SAVES 6. cya eA eter et es tea $12,922 $11,412 $10,296 $8,479 $6,297 
FAME IISErBCOSe te rca ier a Smeets tere to ae te en iis & 88 
@ilneMlncone west es esos ee eee es as Le ie} 52 63 62 42 
ee teks! 11,464 10,359 8,541 6,339 
(GE OSHOMGAlSS wi Pen eee eee ee en Ayn he rely ae Ba 4,986 4,473 4,139 3,480 2,626 
@peratinguexOenSeSwan ome. coke mae oi Tee akan Kite 5,598 SOe 4,257 Slee 
OS 10,071 9,511 Teneo S85 
OVEN OM 9) (0) | ea wae ence ree car ie eee ge Me 1,078 1,398 848 804 554 
Depreciation rccaniOmiZallOmMee sae cinees aoe reece Sills Pua Zao 188 140 
TOROS treet cack lle te eA ata ts Ora re Mah Amn 162 119 90 68 66 
475 390 305 256 206 
IAC OMMeIDClONGutaxeSeeeteres aces eee at i ey ol ae 603 1,003 543 548 348 
INCONMOMAXGS Atta tony hy eine at) wan aa eee ee 294 383 176 198 129 
INGiIFGOMeTOmVGalane saree a een area 309 620 367 360 219 
Average number of shares outstanding (Note) ...... 2,451 2,340 2,340 2,340 2,340 
Earnings DOC Smale a on uo tat au ek mice eae eee Sas .26 16 se 09 


a 8 


Note: For purposes of comparison the 1965 to 1968 earnings per share are computed using the number of shares out- 


standing immediately prior to the public offering. 
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RESTAURANT LOCATIONS 


A & W DRIVE-INS: 


ONTARIO: 


Belleville na acanaree 
Brockvilles sane 
Connwallee es eee 
NING SLO ll Senne 
EONGONie tance 
Mississauga.......... 
Niagara Falls......... 
@Oakvillewn ese om 
PonkiColbonnersm er 
PHonmOMeellit, sous obo nee 
RIChMONG tale eee 
St. Catharines ........ 
SiirewiONOl, sancaakerane 
TEGHION Gs orien 
Wiellancie, s1eceeeerar 
Woodstockahnaas inte 


BRITISH COLUMBIA: 


WNGIOMN El 6 es, dS ebo, oS we 


AINA@iaiinOms see ores 


DWUACANT sun hes Sere 
Counenavye ae 
Campbell River....... 
PonrAlbennitue meee 


Coquitlanneessrrsees: 
GiNhlIVEICK, 3 occ cee nese 
WAMNGIGY/ Satara hone ces 


ALBERTA: 


EGMnOntOhveerset te ere 


QUEBEC: 


SOUTH CAROLINA: 


Colimbiatee eee 
AIK Gil: etn uae ee eee 


OTHER DRIVE-INS: 


ONTARIO: 


St Catharines= =. 5. 
OShAWaa sca attace ere 


COFFEE SHOPS: 
ONTARIO: 

LOndOn..= ene 
MANITOBA: 

WiIninipCG aaa 
ALBERTA: 

ECIMONtONice nee 


MONTANA: 
BillinOS:2" eae 


CHAPPY’S 
Company Operated: 


ONTARIO: 


TOTONtO: 325 ae ee 
Brantlordie. sean 


MANITOBA: 
WiInniDCGia.. aoe 


BRITISH COLUMBIA: 
WEINOOUNGIES ane yonnas- 


United States 
COLORADO: 


GEORGIA: 

Atlantay. «2.220 eee 
TEXAS: 

EliPasOa: eee 


CHAPPY’S 
Franchised: 


ONTARIO: 


BuningtOne ew ane eae 
St. Catharines ......:. 
KiInGStonser pce eee 
Ottawai:<..3. see 


MANITOBA: 
Winnipegts.. s sseeee 
ALBERTA: 

Galgary:... nen 
BRITISH COLUMBIA: 
ViClOllat 8 ceeee ary ee 
SOUTH CAROLINA: 
Columbiat saan 
ILLINOIS: 

Chicago sant aes 
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PRESS RELEASE 


ity 
be Augustyo, 1969. 


A Winnipeg based Canadian coffpany will construct more than 


200 fish and chips outlets cross North America in the next 


ScuMmentns according £6 nouncement made today by Richard 


a — SS 
See, 


F. Bolte, President/fof Controlled Foods International Limited™s 
Oe hee eee | pee os ee 
Mr. Bolte, speaking to members of the Manitoba Press, said 

that the original test units constructed and operating in 
Winnipeg, Manitoba and Columbia, South Carolina, have in- 
dicated a ready available market for top quality fish and 


chips services in modern fast food outlets. 


Units are Or wrt! bev air Operacion by the Tall in El’ Paso, 
Texas (2), Columbia, South Carolina (3), Denver, Colorado 
(1), Minneapolis, Minnesota (2), Atlanta, Georgia (2), 
St, Cher ies, Sout Caralana ec) >, Chicago, Ilbinois (1), 
Vancouver, British Columbia (3), Victoria, British Colum-= 
bra (2), kemonton, Afoerca’ te), Toronto, Ontario. (4), 


Winnipeg, Manitoba (3), and Calgary, Alberta (1). 


"We at Controlled Foods will operate on a basis of a sub- 
stantial percentage of company owned units combined with 


extensive franchised programmes." said Mr. Bolte. 


an wireteuh 


Wes imi spusreauinaen ih shoot boLLoataoo to snobieex4 ae 


‘OGRE 5 Seve 


iis niente va ysbos obem Jaemeonyon. 


ae ree 


tt pis exedo bis betourtanos edint. Jeos fenipixo eas ae 


“Ti aved sais laa Htv68 Pe irsicsconi brs adoFiasM se8 


oaed in ak Lfipt ody yd noittetego ai ed ity 10 ons ath 


obsxoLoD vxevned , (E) sriLors9 dsuo2 bidaylod (8) i $ a 
(8) BAP099, n BASRA E Aan bS RAQROAAIM «eikoanonnEM ay ; 


6 my ee te ay a 


Mq 


a 


Et eLonitit VORB abd Drmelile a ae (setasis #2) 
~mulo> deisixa vSEXOMDLV (e)" ‘games be deising i savebeuiane 
» (8) ofxstna0 .oslipxor (sy po sodt a Mosnomst , (S$) sid 

| “(dy stiodLA’ notte rho: ‘Bae Ae ‘Bdos £16M POLAR 


se 
/ 


a~dise & to elesd 8 M0, gavaie ffiw ebood valiassney 36 pei | 
dtiw beaidmos atiau benwo yrasgqmos to. opeinsoxeq fsitaste 
} - .etlod aM bise ,".zomnsxpoxg Bye iitonsx® evienotxs 


Lae a ware 
} ~ 


"We decided to test market the fish and chips concept in 

the mid-west of Canada because it was our feeliwig that if 
consumers showed a strong, acceptance of this product here, 
consumers in the seaboard areas of the country would show 


an even moré~-enthusiastic acceptance.” 


One fact which makes fish and chips restaurants an attrac- 
tive investment is the low original expenditure. Capital 
costs and the low cost of land and building requirements 
for free standing unitsfare one half of standard restau- 
fants: Hood eosts and labour costs also represent smaller 


percentage of /Ssalesfthan other types of? nestaurants. 


To maximize the quality of the fish and chips, an Fnglish 
staff and English equipment were imported to develop recipes 
and methods to duplicate the authentic English style fish 


and ‘chaps. 


Arnold Kirsch who has had extensive experience in the fish 


and chips business in England heads the Division in Canada. 


Chappy's is the newest Division of Controlled Foods Inter- 
national Limited. The Company is Canadian owned and in 
the last year grossea 11.4 rillion dollars making it the 


fourth largest fast food, limited menu operation in Canada. 


- 30 - 


George McLean Public Relatic 
45 Charles Street East, 

CER OP LOO , 

Toronto, Ontario. 

(406)) 924-9777 
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AN INVESTMENT STUDY 


OF 


CONTROLLED FOODS 
INTERNATIONAL LTD. 


(NEW ISSUE) 


Burns Bros. and Denton Limited 


Hickory House Coffee Shop, Winnipeg, Man. 


Chappy’s Fish and Chips Take-Out Restaurant, Winnipeg, Man. 


ADDENDUM 
LG 


CONTROLLED FOODS INTERNATIONAL LIMITED STUDY 


Please note the following changes in our research report on 
Controlled Foods, due to the change in the issue price from $7.00 to 
$6.50. 


Page 2 
The issue price in the "Stock Market" table for Controlled Foods 


should read $6.50. The revised P/E ratio, based on issue pmee, is_16.3. 


Page 7 
Under "Pro"Forma Capitalization", the net worth for common is 


$3,755,059. The total proforma capitalization is SO, 201 O00, 


Page 7 
Burns Bros. has an option to purchase 21,500 shares of Controll- 


ed Foods at $6.50 per share, until June 26, 1972. 


Page 29 
On the proforma balance sheet, the revised net worth for common 


is $3,755 ($000's omitted) and cash should read $1 ,835. Total assets are 


$6,390, 


July 2, 1969. 
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AN INVESTMENT STUDY 


OF 


CONTROLLED FOODS 
INTERNATIONAL LTD. 


(NEW ISSUE) 


BURNS BROS and DENTON 


J. Donald Tigert 
June, 1969 Investment Research Department 
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ESTIMATES AND PROJECTIONS CONTAINED HEREIN ARE OUR OWN. FACTUAL DATA, WHILE NOT GUARANTEED, HAVE BEEN 
OBTAINED FROM SOURCES WHICH WE BELIEVE TO BE RELIABLE. THE FOLLOWING INCLUDES THE NAME OF EVERY PERSON 
HAVING AN INTEREST EITHER DIRECTLY OR INDIRECTLY TO THE EXTENT OF NOT LESS THAN 5% IN THE CAPITAL OF BURNS 
BROS. AND DENTON LIMITED: C. F. W. BURNS, L. C. BURNS, E. S. MILES, P. B. M. EBY AND D. E. BOXER. 
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CONTROLLED FOODS INTERNATIONAL LTD. 


SUMMARY and RECOMMENDATION 


The initial offering of stock by Controlled Foods International Ltd. 
offers investors an opportunity to participate in one of the most profitable, 
fastest growth phases of the food service business, in the United States 
and Canada. 


There is a distinct trend in North America towards away-from-home 
eating, with the most rapid growth taking place in such business areas as 
limited menu fast food restaurants, as well as motels and airline catering. 


The principal reasons for this shift in eating habits are (1) the 
increase in the number of working wives and the trend towards convenience 
foods (2) continual increases in disposable income (3) increased leisure 
time and travel by working people, and (4) steady growth in the population, 
particularly in urban areas. 


The away-from-home eating market in the U.S., estimated by The 
Pillsbury Company at $22 billion in 1968, is expected to double to $45 billion 
by 1975. During this period, the share of the food dollar spent on out of the 
house feeding will increase from about 25% to approximately 33%. 


We estimate that the larger U.S. food service companies will open 
over 2500 fast food restaurants in 1969, including corporate stores and fran- 
chised outlets. 


In Canada, a similar trend is clearly evident. The May, 1969 issue of 
"Building and Management" predicts that the major fast food chains will open 
at least 2,000 limited menu restaurants in Canada over the next five years, and 
spend over $250 million for land, buildings and equipment. We estimate that 
the leading companies will open or start construction on at least 250 fast food 
restaurants in Canada in 1969, including corporate and franchised stores. 


Controlled Foods International Ltd. operates and franchises limited menu 
fast food restaurants, and operates as a wholesale supplier of food, paper products 
and equipment to restaurants, in the United States and Canada. 


The common shares of Controlled Foods are recommended as a special 
situation investment, possessing above average potential for capital appreciation 
over the one to three year term. Our recommendation is made in the light of the 
company's impressive growth record from 1964 to 1968, the outlook for accelerated 
growth from 1969-1971, and the favourable environment generally in the food service 
industry. 


From 1964 to 1968, consolidated sales of Controlled Foods increased 
from $5.4 million to $11.4 million, equivalent to a compound growth rate of 
20% per annum. During the same period, earnings per share increased from 
7¢ to 24¢, equivalent to a compound growth rate of 34% per annum. 


We expect that Controlled Foods' growth rate will increase from 1969 
to 1971, due to an improvement in profit margins in existing outlets, the opening 
of new drive-in restaurants and coffee shops, and the company's plans to operate 
and franchise a chain of "Chappy's" fish and chips take-out stores in Canada and 
the U.S. 


Earnings per share are estimated at 40¢ for the year ending December 
31, 1969, and are projected to reach 8l¢ by 1971. This represents a compound 
average growth rate of 51% per annum from 1969 to 1971. 


The common shares of Controlled Foods could show substantial capital 
appreciation over a one to three year period, if our earnings projections are 
realized. In valuing the shares of Controlled Foods, it should be noted that 
long term investors have paid high price earnings ratios for the shares of 
12 successful fast food companies in the U.S. and Canada. The stock market 
and earnings record of these companies is summarized below. 


it 


Stock Market Record of Leading Companies 


Average Annual 
Growth Rate 


1969 Est. Recent P/E in. EB SPoses 

Established Companies if Or Ecece ei Price Ratio 1964/68 
Lum is *inces(.Sm) $ 2.40 $276.00 Silas 129% 
Kentucky Fried Chicken (U.S.) Le2i0 45.00 SheD es 
Harveys Foods (Can.) 0.45 9.00 20.0 46 
MicDonald!s'Corpeuy s =) Bie. O 6525 oO 40 
Gino's Inc. (U.S.) 0.80 Cie: 44.6 39 
Denny's Restaurants (U.S.) 0.90 32.63 TSE IS) tM | 
Recent Underwritings 

Collins Foods Int'l (U.S.) S20 $ 30.00 25%:0 81% 
Self Service Restaurants (U.S.) 0.470 20.00 256 58 
Controlled Foods Int'l (Can.) 0.40 742008 C1) diFegee 34 
Sambo's (U.S.) 0.90 28.00 Sle2 OU, 
Kenflo Corporation (U.S.) 0.65 16.50 ese! 26 
Frisch's Restaurants (U.S.) rare ge 32200 Eo uey 12 


(1) New Issue Price in June, 1969 


Trends in the Fast Food Restaurant Industry 


Information on the history and outlook of 12 public companies in 
the fast food restaurant industry is included in Appendices I, II, III. This 
information indicates that the 12 leading companies experienced compound 
annual growth rates in earnings per share which ranged from 12% to 129% in 
the period from 1964 to 1968. 


In the early days of the industry, the large U.S. companies such as 
McDonalds' Corp. and Kentucky Fried Chicken Corp. grew rapidly by franchising. 
In recent years, most large companies have been attempting to buy back their 
franchised outlets, which have proved to be very profitable operations. Sales 
per average store have steadily increased for almost every fast food restaurant 
company. This has resulted in improved profit margins for the operator, since 
profit margins on incremental sales can be as high as 30% to 40%. 


The upward trend of average sales per store for the 12 leading companies 
is set out in Appendix II. Unit sales for some companies have increased by over 
50%, from 1964 to 1968. Most fast food companies are continuing to expand very 
rapidly with no sign of saturation. Appendix I includes a partial list of the sales 
and expansion plans of the larger companies. It suggests that the number of fast 
food outlets in Canada and the U.S. will increase by over 20% in 1969. Itis 
interesting to note that this group of fast food companies had estimated sales 
of nearly $2 billion in the U.S. and over $125 million in Canada in 1968. 


Another trend in the U.S. market is for regional franchisees of large 
fast food companies to become public companies themselves, which is also 
happening in the case of Controlled Foods. This group in the United States 
includes Gino's Inc., Collins Foods International Inc., and Kenflo Corporation, 
who are all franchisees of Kentucky Fried Chicken Corp.; and Self Service Res- 
taurants Inc., a franchisee of Burger King. These companies are quite profit- 
able, and their stocks in every case have doubled in the last 12 months. 


There is a distinct trend in the U.S. fast food industry towards opening 
larger coffee shop units with interior seating. For example, McDonald's Corp. 
has indicated that it will convert most of its 1,087 units to sit-down restaurants. 
A & W has recently unveiled a coffee shop concept called Crandall House. Red 
Barn has enlarged its standard unit to provide inside seats for 32 to 90 people. 


Several public companies in the U.S. haverecently begun to franchise 
fish and chips take-out restaurants. This group includes Kentucky Fried Chicken 
Corp., Collins Foods International Inc., Alfie's, Sea Host, and Arthur Treacher's. 


THE COMPANY 


Controlled Foods International Ltd. is a holding company which, through 
subsidiaries in Canada and the United States, is engaged in the business of 
operating and franchising limited menu fast food restaurants, as well as acting 
as a wholesale supplier of food, paper products and equipment to restaurants. 


The Company was incorporated under the laws of the State of Delaware 
in 1969, but operates with its chief administrative office at 2727 Portage Avenue 
in Winnipeg, Manitoba. Since incorporation, the Company has acquired a number 
of private companies with a successful history of operating fast food restaurants 
for over ten years. 


At December 31, 1968, Controlled Foods operated 54 limited menu fast 
food restaurants in Canada, including 43 A & W drive-in units; and nine fast 
food restaurants in the United States, including twoA & W drive-ins. 


The A & W drive-ins in Canada are operated under franchises granted 
by A & W Food Services of Canada Ltd., a wholly owned subsidiary of United 
Fruit Co. A & W is one of the largest fast food franchised restaurant chains in 
North America, with about 2,400 drive-ins and estimated total sales of $225 
million U.S. in 1968. 


Sales of Controlled Foods' drive-in restaurants in Canada increased by 
over 100% from 1964 to 1968. Sales of this Division of the. Company were in 
excess of $8,000,000 in 1968. 


In the United States, Controlled Foods supplies foil bags, seasonings, 
cups and paper products to over 1,000 A & W operators, who merchandise ham- 
burgers under the Burger Family trade name. Controlled Foods holds the patent 
in the U.S. for the names and symbols used in the Burger Family merchandising 
programmes. Sales of the wholesale operation were about $1,000,000 in 1968. 


Controlled Foods owns four Burger Family drive-in restaurants and 
two A & W drive-ins in North and South Carolina plus a Burger Family coffee 
shop restaurant in Billings, Montana. Two additional Burger Family drive-ins 
in the Carolinas are operated under a management contract. 


The Company has recently designed a free standing coffee shop rest- 
aurant, which operates under the name of Hickory House in Canada, and Burger 
Family in the United States. The coffee shop is a limited menu fast food rest- 
aurant concept, which features interior seating for 90 to 125 persons, compared 
with car-hop or counter service at anA & W drive-in. The menu is similar to 
A &W as it features hamburgers, milk shakes, french fries and soft drinks. 
Unit sales in a coffee shop range from $300,000 to $500,000, compared with 
$150,000 to $300,000 for anA & W drive-in. 


Controlled Foods expects to open at least 20 coffee shop restaurants 
from 1969 to 1971. Total sales of these units are estimated at $1,250,000 
in 1969, and are projected to reach $7,050,000 by 1971. 


The Company has also designed a fish and chips take-out restaurant, 
which operates under the name of "Chappy's Fish and Chips". Two prototype 
units are operating profitably at the present time, in Winnipeg, Manitoba and 
Columbia, South Carolina, respectively. Sales in a Chappy's take-out 
restaurant are projected at $150,000 to $200,000 for a free standing unit, and 
$100,000 for an "in-line" take-out unit ina shopping plaza. Profit margins are 
high in a fish and chips restaurant, due to the low costs for food, labour, land, 
building and equipment. 


Controlled Foods plans to open and operate at least 25 fish and chips 
restaurants, from 1969 to 1971. Also, the Company expects to sell over 250 
Chappy's franchises to operators in the U.S. and Canada during the same period. 
If the Company meets its goal of 25 corporate units and the sale of 250 franchises 
by 1971, we estimate that pre-tax profits from fish and chips operations could 
reach o 1,032, 000°by 1971. 


For the purposes of planning and control, Controlled Foods has 
classified its operations into five divisions: 


(June, 1969) 


Division Location Number of Restaurants 
1. Canadian Drive-In Division Canada A&W 43 
Country Fair 3 
Robbies 5 
McMurray's aoe 
53 
2. Coffee Shop Division Canada & U.S. Hickory House I 
Burger Family i} 
Buffalo Bill il 
Country Fare ae 
4 


3. Burger Family Inc. WASic (a) A & W 2, 
Burger Family 0: 
8 


(b) Wholesale Supply 


4. Chappy's Enterprises of Canada Chappy's Fish 
Canada Ltd. & Chips il 
5. Chappy's Enterprises Inc. Uta Chappy's Fish 
& Chips 


(o>) 
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Outlook for Sales and Earnings: 1969 to 1971 


This report contains a detailed review of the operations and earnings 
outlook from 1969 to 1971 for each of the five Divisions of Controlled Foods. 
These estimates by Division have been combined to arrive at our estimate and 
projections for consolidated sales and earnings from 1969 to 1971: 


($000) ie at AGtUal ses Estimate . «»Projection=.s 
Year to Dec. 31 1967 1968 1969 1970 1971 
Corporate Sales $10,296 Sie 4 i $13,947 $19,730 $257,020 
Pre-tax Profit 543 1,003 2, 149 STAAL: 47512 
Net Profit 3.07 620 1; 036 Uae te ino, 2, 4g2 

58¢ 81¢ 


Earnings per Share 14¢ 24¢ Et 40¢ 


We estimate that earnings per share will increase from 24¢ in 1968 to 40¢ 
in 1969, and will further increase to 81¢ by 1971. This is a compound growth 
rate of 51% per annum, over three years. 


4 Controlled Foods had an effective tax rate of 32.5% in 1967 and 38.3% 
in 1968, when its subsidiaries operated as private companies. Our earnings 
estimates for 1969 to 1971 are based on an effective tax rate of 53%. The Company 
has a tax credit of $45,000 to be applied against its tax liability in 1969. 


The senior executives of Controlled Foods have entered into compensation 
agreements which provide for a maximum remuneration of $225,000 per annum in 
1969 and 1970. We have used this figure in our earnings projections. 


Capital Expenditures and Cash Flow 


Controlled Foods intends to finance a large part of its restaurant expansion 
programme through leasing, or through mortgaging its ownership interest in land, 
buildings and equipment. 


Capital expenditures for the balance of 1969 are estimated at $2.5 million. 
Cash flow in 1969 is estimated at about $2.8 million, including the net proceeds 
of the public issue after using $421,000 to retire short term debt. 


Capital expenditures will likely be $2 million or more in both 1970 and 
1971. Cash flow over this two year period is projected at $4.6 million. If neces- 
sary, additional funds could be generated by the Company through mortgaging its 
existing properties, or through the use of short term bank credit. 


Return on Invested Capital 


We estimate that Controlled Foods' gross return on average invested 
Capital will increase from 43.5% in 1969 to 53.1% by 1971. This reflects the 
increasing stress of the company on operating high volume coffee shops, and 
on the ownership and franchising of fish and chips take-out stores. See below: 


($000) Estimate --- Projection ---- 
Year to Dec 3l 1968 1969 1970 1972 
Funded Debt $1,308 1,400 1,500 1,600 
Equity Capital 1,542 3,447 3,447 3,447 
Retained Earnings 529 1,500 Sexe) oye Ee) 
Invested Capital ohete We 6, 347 7,980 10,202 
Ave. Invested Capital SAcval) 4,860 Loe) 9,090 
Operating Profits before ae Fi aiatg hast 

Depreciation & Interest 1,480 2,240 3, 178 4,189 
Pretax profit-franchising = OLAS) 850 ae. 
$1,480 ZahOo 4,028 0, 421 

% Return on Capital 43.7% 43.5% 90.5% 531% 


PRO FORMA CAPITALIZATION AT MARCH 31, 1969 


Authorized Outstanding Amount 
Mortgages of Subsidiaries $985,787 
Notes Payable by Subsidiaries 446,000 


Sundry Lien Notes of Subsidiaries 94,710 


LAO 2O7 


Common Shares 4,000,000 2 HOZO 7000 


3,890, 862 


$5,417,359 
Principal Holders of Securities 


Controlled Foods will have 2,625,000 common shares outstanding, following 
the public offering of 285,000 shares at $7.00 per share in June, 1969. 


The directors and senior officers of the company, as a group, beneficially 
own, directly or indirectly 70.2% of the shares of the company. Included in this 
figure are the holdings of five members of senior management, which total 1,486, 769 
shares, or 56.6% of the outstanding shares. 


Burns Bros. and Denton Ltd. has an option to purchase 21,500 shares of 
treasury stock, ata price of $7.00 per share exercisable at any time prior to the 
end: of fune,. 1972. 


Dividend Policy 


The Board of Directors does not at present intend to pay dividends 
until funds are available for such purpose in excess of those required for 
expansion of the Company's business. 


Tax Considerations 


Controlled Foods is a domestic United States corporation, the control 
and management of which is situated in Canada. As such, it is subject to the 
income tax laws of both Canada and the United States. 


The shares of Controlled Foods may be purchased by U.S. investors free 
of the Interest Equalization Tax by virtue of Controlled Foods' status as a United 
States corporation. 


Management 


Controlled Foods has a strong team of senior executives, who have 
successfully proven their business ability in all phases of the fast food 
restaurant industry. 


The Chairman of the company is David Wynn Thomas, who for 
the past ll years was President and chief executive officer of a number of 
private predecessor companies operating A & W drive-in restaurants in the 
Niagara Peninsula. These companies are now part of the Controlled Foods 
group. 


Day to day management of Controlled Foods in Winnipeg is guided 
by Richard F. Bolte, President, assisted by James A. Cox, Executive Vice- 
President, and Donald J. Dal Bianco, C.A., Treasurer. 


Richard Bolte acquired the A & W master franchise for Canada in 1956. 
From a base in Winnipeg, he developed a chain of A & W franchised restaurants 
which now number more than 200 across Canada. In 1966, Mr. Bolte sold his 
A & W interests to United Fruit Company. In 1967 and 1968, he concentrated on 
development of the Trivet International Group of companies, including Burger 
Family Inc. (wholesale suppliers to 1,000 U.S. franchised restaurant operators); 
the Burger Family restaurant chain in the U.S.; Chappy's Fish and Chips; and 
Hickory House Coffee Shops. All these companies are now part of the Controlled 
Foods group. 


James Cox is a Barrister and Solicitor, who practiced law in Edmonton 
for the past 15 years. During most of this period, he was associated with the 
development of nine high volume A & W drive-in restaurants in Edmonton. 


Donald Dal Bianco is a chartered Accountant who was employed by 
Clarkson, Gordon from 1960 until he joined Controlled Foods in 1968. 


The A & W Drive-Ins and Coffee Shops in Eastern Canada are super- 
vised by Kenneth Fowler, Vice-President, and the A & W units in Western 
Canada are supervised by LeRoy E. Fuller, Vice-President. 


Kenneth Fowler for the past 10 years was President of a number of 
private companies operating A & W drive-in restaurants mainly in Eastern 
Ontario. These restaurants are now part of the Controlled Foods group. 


LeRoy Fuller for the past 12 years was President of a number of 
private companies which operated A & W drive-in restaurants in Edmon- 
ton, Alberta, and since 1968, in British Columbia. These restaurants 
are now part of the Controlled Foods group. 


Chappy's Enterprises of Canada Ltd. is directed by Arnold Kirsch, 
President. Mr. Kirsch was born in the U.K., where he gained extensive 
experience in the fish and chips business, including experience in sales 
management and food equipment marketing. He came to Canada in 1964, 
and was active in commercial real estate sales and development in Manitoba 
before joining Controlled Foods in 1968. 


U.S. activities of Controlled Foods are presently being centralized 
in Minneapolis, Minnesota, under the direction of P. Dale Magnus, Vice- 
President, U.S. Operations; Jerroll R. Johnston, President of Chappy's 
Enterprises Inc.; and William H. Harrison, President of Burger Family Inc. 


Dale Magnus is a Chartered Accountant, and was formerly Comptroller 
for a Winnipeg-based group of real estate development companies. 


Jerry Johnston created the "Burger Family" name and merchandising 
programme, used successfully by A & W restaurants in the U.S. and Canada. 
Mr. Johnston helped develop Burger Family Inc., the wholesale supply operation 
in the U.S. and is now primarily responsible for developing Controlled Foods' 
fish and chips franchise programme in the U.S. 


-10- 


Canadian Drive-in Division 


Controlled Foods owned and operated 52 restaurants in its Canadian 
Drive-In Division at December 31, 1968, as set out below: 


Name No. of Units Location_ 
A&W 43 Across Canada 
Country Fair 4 Ontario 
McMurray' s 2 Ontario 
Robbies ns Ontario 

oe 


The A & W drive-ins are operated under franchises granted by A & W 
Food Services of Canada Ltd., Winnipeg, a wholly owned subsidiary of United 
Fruit Co. in Boston. 


Many of the A & W units owned by Controlled Foods are operated under 
8 to 12 year old franchise agreements requiring annual royalties of less than 
$1,000 per store per year. In addition, anA & W franchisee agrees to buy root 
beer and certain paper products from A & W Food Services of Canada Ltd., and 
contribute to the national advertising fund. 


In March, 1969, there were 207 A & W drive-in restaurants in Canada, 
which did a combined sales volume estimated at $40 million in 1968. 


Total No. A & W's Owned by 

Location of A& W's Controlled Foods _ 
BIG. 43 14 
Alberta o7 9 
Saskatchewan het as 
Manitoba 18 == 
Ontario 60 18 
Quebec’ 20 2 
Maritimes Pale. a 
207 43 


A & W Food Services of Canada Ltd. owns about 50 high volume drive- 
in units, with average sales in 1968 of about $225,000. These units are located 
in the larger urban areas, including Toronto, Hamilton, Ottawa, Montreal, 
Winnipeg and Vancouver. The franchised units owned by Controlled Foods and 
other independent operators have generally been located in smaller urban areas, 
resulting in average sales volumes a little lower than for the corporate units. 
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Average sales per unit in 1968 for the 52 drive-in restaurants operated 
by Controlled Foods (including 43 A & W units) were about $180,000. 


Controlled Foods has recently entered into an agreement with A & W 
Food Services of Canada Ltd., whereby Controlled will have the right to acquire 
and operate A & W drive-ins and coffee shops in the larger urban markets, 
including Toronto, Edmonton and Vancouver. Controlled Foods presently op- 
erates nine high volume A & W drive-ins in Edmonton, and recently received 
planning approval for its 10th unit. 


Listed below is the current schedule of fees and royalties payable to 
A & W Food Services of Canada Ltd. by Controlled Foods on new A & W units, 
should they be opened. 


A&W A&W A&W 

Drive-In Coffee Shop Coffee 

Restaurant & Drive-In DNOD 
Initial Franchise Fee S200 $4,000 $4,000 
Annual Royalty, based on sales 
$150,000 or less $5700 EG ASA 225% 
$150,000 - $200,000 1,500 e ‘ 
$200,000 - $250,000 27250 Ht ‘ 
$250,000 + 3,000 . ‘ 


Profitability of an A & W Drive-In 


Many of the A & W units owned by Controlled Foods are earning pre-tax 
profits equal to a return of 50% to 100% on invested capital. This is particularly 
true in the case of certain units doing annual volumes of $250,000 or more, in 
cases where the land and building are leased. See the following table, which 
indicates how the profitability of a theoretical A & W unit varies with sales 
volume. 


Sip 


ESTIMATE OF A & W PROFIT MARGINS FOR VARIOUS SALES LEVELS 


Sales $150,000 100.0% $200,000 100.0% $250,000 100% 

Food cost 51,000 340 68,000 34.0 85,000 

Labour cost 45,000 30.0 56,000 28 30 65,000 

Advertising 72500 sea) 10,000 ore, 127500 

Other variable cost 7,500 Se 10,000 Die 12, 500 

Fixed costs =3220;000.5) 2134 22207000) e016 = 20 R000) 
131,000 OS 7 aa 164,000 82.50 195,000 

Profit before Head 

Office expense HES hs 95-000 ESS S 36,000 18.0 S55 2000 

Head Office exp. 97000 2 3650) od VA OO US pea D1 pe aes. 

Pre-tax profit © 10,000) “a 606% $25, 000 12.5% $42,500 pea 

Invested Capital (1) $ 40,000 $ 40,000 $ 40,000 

% Pre-Tax Profit to : 

Invested Capital 25.0% 62.5% 106.2% 


SS SSS SS 


(1) Assumes a drive-in operation where land and buildings 
are leased, and equipment costs are $40,000. 


In 1969, the Drive-In Division of Controlled Foods opened a Country 
Fair combination drive-in and coffee shop in Mississauga, Ontario, bringing the 
total of Country Fair units in operation to five. Recently, the Company made a 
policy decision to convert these five units to A & W drive-in restaurants, so that 
they can benefit from the A & W national and local advertising. As mentioned, a 
new A & W drive-in unit will be constructed in 1969 in Edmonton. 


We estimate that pre-tax profits of the Canadian Drive-In Division will 
be $1,353,000 in 1969, $1,570,000 in 1970 and $1, 764,000 in 1971. These pro- 
jections are based on 53 drive-in units in operation by the end of 1969, plus two 
additional restaurants each in 1970 and 1971. Wealso assume that profit margins 
in this Division will improve slightly each year, due to the steady moderate annual 
uptrend in average sales per store. 
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CANADIAN DRIVE-IN DIVISION 


Divisional Profit Projection - 1969 to 1971 
($000) 
Actual Estimate ---——Projection----- 
No. of units-yr.end 1968 1969 1970 1971 
A & W 43 49 5! 54 
Country Fair 4 = - - 
Robbie's 3 2 2 2 
McMurray's peer 2 ae me, 
52 o3 re) a7 
Est. avg. sales/unit 200 212 225 
Est. total sales $10,200 $11,448 $12,600 
Cost of sales (34%) 3, 660 3,892 4,281 
Gross Profit 6, 940 E2350 8316 
Labour (29.5%) 3,010 3,400 op bo 
Gross earnings Sie 0] 4,156 4,600 
Selling, general & admin. 1,884 2,242 Zao 
Operating Profit 1,646 1,914 2, 149 
Depreciation 180 214 230 
Interest 113 130 150 
293 344 385 
Pre-tax Profit Sr tes OS S 1.570 $1,764 
% to Sales 
Operating Profit 16.2% 16.7% LZ 


Pre-tax Profit Lda 3.70 Eoin dt 14.0% 


Sas 


Coffee Shop and Restaurant Division 


Controlled Foods presently owns and operates four free standing rest- 
aurants in its Coffee Shop Division. These include a Hickory House unit in 
Winnipeg, seating 90 persons; a Buffalo Bill Steak Village in Edmonton; a Burger 
Family Restaurant in Billings, Montana seating 150 persons; and a Country Fare 
Restaurant in London, Ontario. 


Seven additional corporately owned coffee shops are planned for 1969, 
with single restaurants in Minneapolis, Minn., Vancouver, Winnipeg, and four 
in Toronto. One Toronto coffee shop will replace a Robbies drive-in unit on a 
site which is being renovated. 


The coffee shops opened by Controlled Foods in future will all be free 
standing units of a similar design. Management is conducting studies at the 
present time to determine whether the Company should adopt one tradename such 
as Hickory House for all its coffee shop restaurants in the U.S. and Canada. 


Free standing coffee shop restaurants opened by Controlled Foods in 
future will be located in heavily populated urban centres, in Canada and the U.S., 
with populations usually of over 100,000. These units will typically be located 
on sites of 20,000 sq. ft. or more, provide interior seating for 90 to 125 persons, 
and parking for up to 35 cars. Annual sales volumes of a coffee shop will range 
from $300,000 to $500,000. These volumes will be necessary, since capital 
costs may run as high as $250,000, including $80,000 to $125,000 for land, 
and $100,000 to $125,000 for building and equipment. 


All coffee shops will be limited menu fast food restaurants, feaiuring 
hamburgers, hot dogs, french fries, and milk shakes at prices comparable to an 
A & W drive-in. 


Wherever possible, real estate and buildings will be leased or mort- 
gaged to minimize the Company's equity investment per unit. 


We estimate that pre-tax profits of the Coffee Shop and Restaurant 
Division will be $66,000 in 1969, $324,000 in 1970 and $727,000 in 1971. 
These projections are based on the Company's plan to complete seven restaur- 
ants in 1969, and our estimate that a minimum of six new units will be opened 
in 1970, plus seven new units in 1971. Our sales projections are based on 
average annual volumes of $300,000, in 1970 and $345,000 in 1971, which we 
feel are conservative. Our profit projections are based on pre-tax profits equal 
to 5% of sales in the first year of a new coffee shop, 10% of sales in the second 
year, and 14% in the third year. See projection. 
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COFFEE SHOP AND RESTAURANT DIVISION 
Projection of Divisional Profit - 1969 - 1971 


($000) 

Estimate ----Projection----- 

No. of units - year end 1969 1970 1971 
Hickory House 7 13 20 
Burger Family Z 2 2 
Buffalo Bill's 1 1 | 
Country Fare lt pal al 
11 17 24 

Est. sales ($300,000 avg) V 200 4,200 7; 050 
Cost of goods sold (36%) 450 17510 2 oo4 
Gross Profit 800 2,690 4,496 
Labour (29%) 363 29 2,040 
Gross earnings 437 Ba. Ca 2,450 
Other expenses 306 10S 1,545 
Operating Profit ee 436 911 
Depreciation 65 LZ 184 


Pre-tax Profit S$ 66 S324 SEV OAE 
eae 


ahGs 


As noted previously, Controlled Foods expects to sell a number of 
franchises for coffee shops in the U.S. and Canada, when it has a satisfactory 
franchise package developed. We expect these sales will commence towards 
the end of our 1969 to 1971 projection period. To be conservative, we have not 
provided for any income from the sale of coffee shop franchises in our projections. 


Burger Family Inc. 


Controlled Foods holds the patent in the United States for the names 
and symbols used’in the Burger Family merchandising programme, including 
Papa Burger, Mama Burger and Baby Burger. These patents for the U.S. market 
are owned by Burger Family Inc., a wholly owned subsidiary of Controlled Foods. 
The patents for the Canadian market are owned by A & W Food Services of 
Canada Ltd., a subsidiary of United Fruit Co. 


Under limited franchise agreements, Burger Family Inc. has granted the 
use of these names and symbols to over 1,000 A & W restaurant operators in the 
United States, who merchandise hamburgers under the Rurger Family tradename. 
Burger Family Inc. has a Wholesale Division which supplies foil bags, seasonings, 
cups and paper products to these U.S. restaurant operators. Sales from this whole- 
saleing operation in 1968 amounted to over $1 million. 


Burger Family Inc. has a Drive-In Division, which owns and operates four 
drive-in restaurants in North and South Carolina trading under the " Burger Family" 
name, plus two A & W drive-in units in South Carolina. Two other Burger Family 
Drive-Ins in South Carolina are operated under a management contract. A larger 
coffee shop unit is owned and operated under the " Burger Family" name in Billings, 
Montana. Average sales of the six corporate drive-in units in the Carolinas were 
about $140,000 Can. in 1968, and are increasing by 6% to 10% per annum 


Two Burger Family Restaurant franchises have been sold to date in 1969, 
and single stores are under construction in Springfield, Missouri and St. Charles, 
Missouri. 


Sales and profits of the Wholesale Division and the six existing drive-in 
restaurants in the Carolinas are conservatively projected to increase by 5% to 8% 
per annum from 1969 to 1971. Actual growth could be faster than this if additional 
Burger Family Drive-In franchises are sold. We are not projecting any franchise 
sales from 1969 to 1971, since Controlled Foods' primary emphasis during this period 
in the U.S. will be on the development of fish and chips stores and coffee shops. 
See Projection. 
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BURGER FAMILY INC. 
Divisional: Profie Projection — 1969=1971) 


(Can $000) 

Estimate =-——PTOVlection=——== 
WHOLESALE DIVISION 1969 1970 novel 
Estimated Sales Spy Was $1,180 S15250 
Cost of sales (63.5%) TAO 748 me WEVA 
Gross profit 415 432 458 
Selling, general & admin. LoS 190. eM ENe) 
Operating profit 230 242 268 
Depreciation eS: ) (2) 
Pre-tax Profit SP e225 Smee or SUAS) 
DRIVE-IN DIVISION 
[NG..Of units (1) 6 6 6 
Estimated Sales 972 13052 TatAGg 
Cost of goods sold (40%) 389 420 Ney 
Gross Profit 583 632 688 
Selling, general & admin. 463 SO 542 
Operating Profit 120 13) 146 
Depreciation 18 2% 1S 20 
Pre-tax Profit 102 Le bys 126 
BURGER FAMILY INC.- 
DIVISIONAL Pre-tax Profit Sancey S349 38 


(1) Excludes a Burger Family Restaurant in Montana, 
which is discussed in this report under the 
heading "Coffee Shop Division", and two 
Burger Family Inns in S. Carolina operated under 
a management contract. 
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Chappy’s Fish and Chips | 


Controlled Foods intends to develop a chain of several hundred 
franchised English style fish and chips take-out restaurants in the U.S. 
and Canada, beginning in 1969, trading under the name of "Chappy's". 
Most stores will be free standing units, with projected annual sales of 
$150,000 to $200,000. 


At the present time, it is estimated that there are 75 companies in the 
U.S. selling franchise packages for fish and chips take-out stores, with over 
400 franchised stores in operation. The most successful franchisor is Salt's 
Enterprises Inc., of San Rafael, California. Other leading public companies 
in the field include: Collins Foods; Alfie's; Arthur Treacher's, Friar Fish and 
Sea Host. 


Salt's Enterprises was formed by Haddon H. Salt, a Britisher, in 
1965. By 1969, Salt had opened 90 franchised "English Style" fish and 
chips shops in the western U.S., and sold franchises for 270 additional 
stores. Most of these units are small "in-line"’stores in shopping plazas, 
with average sales volumes of about $100,000 per store. Salt's Enterprises 
was recently sold to Kentucky Fried Chicken Corporation for $15 million. 


The Wall Street Journal carried an article in its April 7th, 1969 
issue which made the following points on the fish industry and its outlook 
in the U.S.: 


1 Per capita consumption of edible fish was 11.0 lbs. in 
1968, making a total ot 2200 million lbs. of domestic consumption. 


BS, Fish sticks and portions account for 270 million lbs. of fish 
annually, mostly prepared from Cod. 


on Fish eating outside the home is increasing, due to the growing 
popularity of fish sandwiches and "English Style" fish and 
chips. Over 500 million fish sandwiches were sold in the U.S. 
in 1968, versus virtually no sales in 1958. 


4, More and more restaurants,both sit-down and take-out units, 
are specializing in English-Style fish and chips, where filets 
of fish are coated with a fluffy batter that is lighter than breaded 
fish. 


or. - One industry spokesman estimates that fish and chips will out- 
sell fish sticks in the U.S. market in three to five years. 
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It is impossible to estimate how many fish and chips restaurants might 
be opened each year in the U.S. and Canadian market. Ata recent Restaurant 
Association Convention in Chicago, one company official forecast that a total of 
20,000 to 30,000 fish and chips restaurants would be opened over a five to seven 
year period. This projectionwas based on the fact that there are over 35, 000 fish and chips 
stores in the United Kingdom, where per capita consumption of fishis considerably higher 
than it is:in the: U.S. 


We conservatively estimate that 500 to 1000 fish and chips take-out 
restaurants will be opened each year in the U.S. market, and 50 to 100 stores 
in the Canadian market. 


Controlled Foods intends to be one of the five largest franchise operators 
in the fish and chips take-out business in North America. 


A fish and chips take-out store has the following features, as a franchise 
package: 


F's Capital costs are low. The land and building requirements fora 
free standing Chappy's are about half the size of an A & W drive- 
in or a coffee shop. Equipment costs are also low. 


ae Food costs are low, estimated at about 32% of sales. The chief 


products sold in a fish and chips shop are fish (usually cod), 
french fried potatoes and soft drinks. 


ON Labour costs are low. These are estimated at 12% to 14% of 
sales, before the salary of an owner or manager. A free 
standing Chappy's can generate annual sales of $150,000 
to $200,000 with five employees, compared to 15 to 25 
employees for anA & W or coffee shop, doing a volume of 
$200,000. 


4. The food products are easy to prepare. Franchisees will usually 
learn the cooking process and operating methods in a one to two 
week training period. 


Chappy's Enterprises projects that the pre tax profits of a franchise 
store will be equal to 30% of sales, before providing for the salary of an owner 
or manager. Note following outline: 
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CHAPPY'S FISH AND CHIPS - PRO FORMA SALES AND PROFITS 


FREE STANDING STORE 


Sales $ 150,000 100.0% 
Food cost 48,000 S250 
Paper Cost 6,000 4.0 
Labour cost 18,000 E20 
72,000 48.0% 
Rent 12,000 8 0 
Advertising 3,000 tea §) 
Royalty 9,000 6.0 
Other expenses 9,300 Oeiz 
335, OOO D2 dite 
Pre Tax Profit S. 44,700 29.8% 


IN LINE STORE 


$ 100,000 
32,000 
4,000 
14,000 


90,000 


6,000 
2,000 
6,000 
9,700 


19;°700 


Si 307,300 


100. 
VAS 
4. 
14. 


90. 


| 


30. 


Controlled Foods estimates that a Chappy's franchisee will be able 


to get into business for a total cash investment of about $13,000. 


includes 
Franchise Fee $5,000 
Down payment on equipment $5,000 
Working Capital $3,000 


$13,000 


This 


The franchisee will also pay an $8,000 development fee, in the case 


where he purchases a turnkey unit from Controlled Foods. 


A Chappy's franchisee can expect to earn a high return on his invested 


Capital, if his restaurant achieves the average sales shown above. 


aAannwm ®» 


0% 
0 
0 
0 


0% 


SS) =) 


7% 


3% 
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Controlled Foods earns revenues from the following sources, from the 
sale of a Chappy's franchise: 


(a) an initial franchise fee of $5,000 

(b) a site development fee, in the case of the sale ofa 
"turnkey package" 

(c) a small profit on the sale of the equipment package 

(d) a royalty equal to 6% of sales 

(e) a small profit on the sale of food and paper products 
to each franchisee 

(f) a small net rental override, from leasing and then 
subleasing stores to franchisees. 


Chappy’s Enterprises of Canada Ltd. 


In Canada, Controlled Foods presently owns and operates one Chappy's 
free standing take-out restaurant in Winnipeg through Chappy's Enterprises of 
Canada, Ltd., a wholly owned subsidiary. A second free standing corporate store 
will open in Winnipeg in July. Plans for 1969 include construction starts on seven 
additional corporate units, with four in Toronto, two in Vancouver and one in Ed- 
monton. 


Management expects to sell 40 franchise turnkey units in Canada in 1969, 
of which 15 should be open by the end of the year. In 1970 and 1971, the objective 
is 60 franchise sales in each year, plus five to ten additional corporate stores. 
Indications are that over 20 franchises will be sold by the end of September, 1969. 


The Company intends to control all corporate and franchised stores, 
through ownership of the land, or by leasing sites and subleasing to franchisees. 
Wherever possible, the company will mortgage its ownership interest in land and 
buildings, in order to minimize its equity investment. 


We estimate that Chappy's Enterprises of Canada Ltd. will generate pre 
tax earnings of $315,000 in 1969, $530,000 in 1970 and $767,000 in 1971. These 
projections are based on opening five corporate stores each year, and franchising 
30 stores per year, of which at least 15 will be "turnkey" sales. See Divisional 
Profit projection: 


oe 


CHAPPY'S ENTERPRISES OF CANADA LTD. 


Divisional Profit Projection - 1969 to 1971 


($000) 
Estimate + « PrOjJeECtiONNS .. 
Corporate Stores 1963: 1970 1971 
New corporate stores in yr. 5 5 5 
Total corporate stores - yr. end 5 10 15 
Est. sales of corporate stores 
($150,000 per store) i S250 $1,100 $1, 800 
Cost of sales (32%) 80 chs eS ae 
Gross Margin 170 748 1,224 
Operating expenses 95 478 790 
Operating profit TAS 270 434 
Depreciation eee 50 74 
Pre-tax profit (20%) 50 220 360 
Franchise Stores 
No. of franchises sold 30 30 30 
No. of stores open - yr. end 15 30 60 
Est. sales of franchised stores 300 3, 400 6, 800 
Revenue for Chappy's Enterprises 
Income from sale of franchises 350 420 490 
Royalty at 6% 18 204 408 
Rental income, commissions etc. 5. 68 136 
373 692 1,034 
Expenses 
National advertising 18 123 : 226 
Overhead 90 259 421 
108 382 647 
Pre-tax - franchise stores _ 265 310 387 
- corporate stores 50) 2220. 360 


Pre-tax - Divisional Profit $315 $530 $747 
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Chappy’s Enterprises Inc. 


In the United States, Controlled Foods presently owns and operates one 
Chappy's free standing take-out restaurant in Columbia, South Carolina through 
Chappy's Enterprises Inc., a wholly owned subsidiary. A second free standing 
corporate unit will be built in 1969, in Minneapolis, Minnesota. 


The Company's plans are to expand rapidly in the U.S. market, through 
an Area Franchise Programme. This involves licensing 40 Area Franchisees, each 
of whom will purchase one Chappy’s free standing turnkey restaurant from Cont- 
rolled Foods. Each Area Franchisee in turn would be obligated, over a four to 
seven year period, to open up to 40 Chappy's units in his Area. These units may 
be operated by the Area Franchisee, or sub-franchised to individual operators. 


The Company's objectives are to sell 40 Chappy's franchises in the 
U.S. market in 1969, resulting in the opening of at least 10 turnkey units by the 
end of the year. 


Due to the success of its prototype unit in Columbia, South Carolina, 
Chappy's Enterprises Inc. has, so far in 1969, sold Area Franchises for North 
and South Carolina, Georgia, Florida, Texas and Minnesota. Many of the Area 
Franchisees in the U.S. will be restaurant operators who are already purchasing 
paper products and equipment from Controlled Foods. As mentioned previously, 
Controlled Foods Wholesale Division has established trade relations with over 
1,000 restaurant operators in the U.S. market. 


It is difficult to forecast how quickly Chappy's Enterprises Inc. might 
expand in the U.S. market through an Area Franchise programme. The Company 
hopes to sell at least 100 Chappy's franchises each in 1970 and 1971. Most 
Chappy's take-out restaurants in the U.S. will be free standing units. In keep- 
ing with company practice in Canada, Controlled Foods intends to control each 
real estate site, through ownership of the land, or by leasing and sub-leasing. 
This programme will involve delays for site approvals, and in order to arrange 
financing in cases where sites are purchased by the Company. 


Chappy's Enterprises Inc. will earn profits on the sale of 40 turnkey 
units to Area Franchisees, which are comparable to the profits on individual 
franchise sales projected for Canada. On the subsequent stores opened by U.S. 
Area Franchisees, Chappy's Enterprises Inc. will earn a $1,000 franchise fee, 

a four percent royalty instead of six percent, plus income from development fees, 
sale of equipment, rental over-rides and commissions on food and paper sales 
to store operators. 


We estimate that Chappy's Enterprises Inc. will generate pre-tax profits 
of $288,000 in 1969, $690,000 in 1970 and $1,085,000 in 1971. These pro- 
jections are based on opening two corporate stores in 1969 and 10 by 1971, and 
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CHAPPY' S ENTERPRISES INC. 
Divisional Profit Projection - 1969 to 1971 


(Can $000) 
Estimate Preliminary Projection 
Corporate Stores 1969! 1970 1S 
New coprorate stores in yr. b: 3 5 
Total corporate stores - yr. end 2 5 10 
Est. sales of corporate stores 
($150,000 per store) $150 750 1,200 
Cost of sales (32%) 48 240 384 
Gross margin 102 510 816 
Operating expenses 64 325 Soo 
Operating profit 38 185 2.81 
Depreciation 8 35) 4] 
Pre-tax profit (20%) 30 150 240 
Franchise Stores 
No. of franchises sold 40 75 i fe 
No. of stores open - yr. end 10 60 135 
Est. sales of franchise stores 300 5, 250 15,000 
Revenue for Chappy' s Enterprises 
Income from sale of franchises 290 425 one 
Royalty (6% and 4%) 18 285 720 
Rental income, commissions etc. LAE! 105 300 
314 815 Ipsos 
Expenses 
National advertising 6 105 300 
Overhead 20 hWLO 250 
56 275 550 
Pre-tax - franchise stores 258 540 845 
- corporate stores 30 dO 240 
Pre-tax - Divisional Profit $288 $690 $1,085 
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on the sale of 40 turnkey franchise packages and 150 non-turnkey franchise 
packages by 1971. It also assumes that 135 franchised Chappy' s take-out 
restaurants will be in operation in the U.S. by the end of 1971, versus 10 by 
the end of 1969. 


We feel that Chappy's has an attractive and competitive restaurant 
package, and that the Company will meet or exceed its objectives for the U.S. 
market in 1969. Investors should note that our projections for 1970 to 1971 
are tentative, and subject to wide adjustment, both on the upside and on the 
downside. It will probably be the end of 1969 before the management of Con- 
trolled Foods will know whether the sale of 75 to 100 Chappy's franchises per 
year in the U.S. is a realistic objective. 


SUMMARY and CONCLUSION 


The outlook for the fast food restaurant industry is favourable, due 
to the trend towards eating-away-from-home. 


Controlled Foods has an experienced management team, a history of 
successful operations, and ample cash flow to finance a programme of expansion. 


We recommend the shares of Controlled Foods International Ltd. asa 
special situation investment, possessing above average potential for capital 
appreciation over the one to three year term. 


See Table I on the following page, which contains our estimate for 
consolidated sales and profits of Controlled Foods for the period from 1969 
OSLO This 
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Table | 
CONTROLLED FOODS INTERNATIONAL LTD. 
_Consolidated Projection of Sales and Profits _ 
($000) 
spore VC let eo tarenene Estimate +s oe PTOJCCUOeere 
Year to December 3) 1967 1968 1969 LO7.0! LOA; 
Corporate Sales $10,296 ST a 4n2 $13,947 $19,730 $25,040 
Cost of Goods Sold 4,138 __4, 473 soya roe Le eG7Z: 29,1042 
Gross Margin 6; 156 6,939 8,610 12,668 15,998 
Operating Expenses 9,006 Oo 40g) 1967370 O30. 11,869) 
Operating Profit SES 2 1, 480 2,240 Ch hye: 4,189 
Sundry Income i e® tee: sss VES Abs 
1,214 e536 2265 3,203 A214 
Deductions: 
Executive Remuneration 366 ema Da 225 225 
Depreciation & Amortization Peles 27 303 435 559 
Interest Expense we20) HS) 113 _130 ol st) 
, 671 530 639 790 934 
Pre-tax Profits: 
Corporate Stores 543 1,003 2626 2,403 3772 00 
Franchise Operations ie Sees 523 850 ee Sy 
543 1,003 2,149 SILOS 4,512 
Income Taxes 176 383 1, 138% 1, 730* 2, 390% 
Tax Credit gece he cee RES) Pe xg 
Net Profit $367 $620 $1,056 $1,533 $2,122 
No. of Shares o/s (000) 2,025 2,625 2,625 2,625 2,625 
Earnings per Share 14¢ Ae _40¢ _58¢ i81e 
% of Sales 
Cost of Sales 40.2% 39.3% 3304 S600 7% 36 61% 
Operating Expenses 48.6 47.8 45.6 47.6 47.2 
Operating Profit 2a 129%. ee oe ee pel ee fAG ue 


* 53% tax rate, from 1969 - 1971 


CONTROLLED FOODS INTERNATIONAL LTD. 
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Estimate of Sales and Profits by Division 


CORPORATE SALES 


Canadian Drive-In Division 
Coffee Shop Division 

Burger Family Inc. 

Chappy's Enterprises of Can. Ltd. 
Chappy's Enterprises Inc. 


GROSS INCOME FROM FRANCHISING 


Chappy's Enterprises of Can. Ltd. 
Chappy's Enterprises Inc. 


TOTAL SALES AND OTHER REVENUE 


PROFITS BEFORE TAX 


Canadian Drive-In Division 
Coffee Shop Division 

Burger Family Inc. 

Chappy's Enterprises of Can. Ltd. 
Chappy's Enterprises Inc. 

Profit before Exec. Remun. 

Add: Sundry Income 

Deduct: Executive Remuneration 


TOTAL PROFIT BEFORE TAX 
% of Profit before Exec. Remun. 


Canadian Drive-In Division 
Coffee Shop Division 

Burger Family Inc. 

Chappy's Enterprises of Can. Ltd. 
Chappy's Enterprises Inc. 


($000) 


Estimate 


1969 


$10,200 
1,250 
2,097 
250 

150 
$13,947 


-- Projection . 


1970 


$11,448 
4,200 
DeLee 
12100 
w50 
$19, 730 


15.4 


Ee 


Table Il 
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CONTROLLED FOODS INTERNATIONAL LTD. 


PAST EARNINGS RECORD 


($000' s) 

Year to December 31 1968 1967 1966 1965 1964 
Sales Sty 42 $10,296 $8,479 S67297 $5,444 
Cost of Goods Sold 4,473 4,138 3,480 2,626 2,419 
Gross Margin 6,939 6,758 4,999 own! 3,025 
Operating Expenses 157459 006 Ben IAS 62,949) 2 398) 
Operating Profit } 1, 480 1,152 1,074 722 627 
Gain on Sale of Fixed Assets 1 - 24 7. 30 
Sundry Income ane: el tbe: 38 39 ae 

P5338 Vaca ies G 764 6 89 
Deductions: 
Executive Remuneration 14] 366 few? 210 203 
Depreciation and Amortization 271 25 188 140 124 
Interest - Long Term Debt 94 60 56 49 47 
Interest - Other Ss alae ane F230. eae} bt od eae ‘i ss 

530 671 07. 416 393 

Net Profit before Taxes 17003 543 549 348 296 
Income Taxes 383 fr el WAS 2 FOS 129. = EO] 
Net Profit §. 1620.9 $9367 $7350  Sh2150 See 
No. of Shares o/s (000)* 2, O25 2625 2RO25 WA Moy? so) 2,025 
Earnings per Share ae 4c | _14¢ ae Spee ie 
% of Sales 
Cost of Goods Sold 395s 7% AQT 2.7 AO A lel % 44.5% 
Operating Expenses 47.8 48.6 46.3 46.8 44.0 
Operating Profit 12.9 ae iy Zi Ea Lae 

100.0% LOO 20% 100.0% 100.0% LOO 20% 


* The number of shares outstanding includes 285,000 shares issued in June, 1969. 
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CONTROLLED FOOD INTERNATIONAL LTD. 
PRO-FORMA CONSOLIDATED BALANCE SHEET 


December 31, 1968 


($000' s) 
ASSETS LIABILITIES 
Current Current 
Cash O71) Bank Loan Nil 
Marketable Securities 25 Accounts Payable 754 
_ Accounts Receivable 341 Taxes payable 316 
Due from Shareholders 516 Current Portion of 
Inventory 202 Long Term Debt Zow, 
Prepaid Expenses 
and Deposits me) re Die 
B14 ey 
Fixed Assets 
Land 832 Long Term Debt 1 505 
Buildings, Equipment and Less Current Portion Zot 
Leasehold Improvements W308 
at Cost 2,864 
3, 696 
Less Depreciation 
and Amortization = 943 
2,753 
Other Assets SHAREHOLDERS' EQUITY 
Franchises, at Cost 2,625,000 shares 3,447 
less Amortization 530 Retained Earnings 444 
Deferred finance 3, 891 
charges Le 
Sieh 


Board of Directors 


Name 
David Wynn Thomas 
Richard F. Bolte 
James A. Cox 


Kenneth A, Fowler 


LeRoy E. Fuller 
Donald J. Dal Bianco 


Ray C. Bass 


JohnrT.. Burnett 


it 


JerrollR. Johnston 
Joseph C. Murphy 


Ross J. Turner 
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Residence 
Niagara Falls 
Winnipeg 
Winnipeg 


Stoney Creek 
Ontario 


Vancouver 
Winnipeg 


Columbia 
S. Carolina 


Niagara Falls 


Minneapolis 


Toronto 


Vancouver 


Table V 


Principal Occupation 


Chairman of the Board 
President 
Executive Vice-President 


Vice-President 


Vice-President 
Treasurer 


Vice-President 
Burger Family Inc. 


Barrister and Solicitor 


President 
Chappy's Enterprises Inc. 


Director 
Burns Brus. and Denton Ltd. 


Executive Vice-President 
Neonex International Ltd. 
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Appendix | 
THE LIMITED MENU FAST FOOD RESTAURANT INDUSTRY 
Sales and Expansion Plans of Leading Companies 
($000) ($ Million) ---No of Units------------- 
1968 Est EStelocay Projected 

UNITED STATES Ave Sales/Unit Sales in 1968(1) Fiscal 1968 Increase in 1969 
Kentucky Fried Chicken 9223 $405 2,000 +400 
McDonald's Corp. 300 330 LOOT: +200 
Dairy Queen ae Z0S 3,900 +250 
A & W International 94 225 2,400 +150 
Burger Chef Systems 201 144 820 +100 
Burger King 310 102 381 +125 
Chicken Delight 160 96 650 +100 
Frisch's Restaurants 326 72 Z20 + 15 
Dennys Restaurants 310 OZ 195 Te otO® 
Arby's Roast Beef 305 45 Bow F250 
Gino's Inc. 350 43 1. + 60 
Red Barn System Inc. 230 40 205 + 44 
mam s Inc. Rone: 30 303 +300 
Sambo's 340 25 90 +30 
Roy Rogers Roast Beef 260 15 125 +100 
Henry's Drive-In 85 2 142 + 10 
Minnie Pearl's Chicken 180 6 Vike +345 

S17, 910 Va eres, +2, 934 
CANADA 
Kentucky Fried Chicken $160 Sua7 310 + 30 
A & W Food Services (2) 200 40 207 + 50 
Dairy Queen Oks) 20 300 eee 
Harveys Foods 140 12 80 + 30 
Red Barn 200 7 Ze to 
McDonald's 360 Z 6 + 20 
Burger Chef - - - $32 
Minnie Pearl - - - + 10 


+ 
i) 
ou 
ie) 


$127 925 


(1) Sales estimates include both corporate and 
franchise units. 


(2) Includes sales of 43 A & W units operated by 
Controlled Foods International Ltd. 


Source: Annual Reports and 
Estimates by Burns Bros. 
and Denton Limited 
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THE LIMITED MENU FAST FOOD RESTAURANT INDUSTRY 


Average Sales per Store 


Noof  --------- Average Sales (in $000's)--------- 

Stores 1964 1965. 1966 1967 1968 
Established Companies 
Lummis incom Ch) 303 NA NA Saeug $ 140 S 153 
Kentucky Fried Chicken (1) 2000 NA NA 180 206 223 
Harveys Foods (1) 80 120 25 lec | 138 140 
McDonald's Corp. 1087 ZS 249 ZI 297 330 
Gino's Inc. 150 223 290 Set 345 SoU 
Denny's Restaurants IS ss 2A) Zo Zoo Ld 2 310 
Burger King SOL NA NA 276 294 310 
Recent Underwritings 
Collins Foods Internat'l 56 138 AO r99 238 265 
Self Service Restaurants 20 213 316 338 361 420 
Controlled Foods (2) 94 138 142 LSS 164 180 
Sambo's 90 301 308 330 S20 340 
Kenflo Corporation on 180 197 237 244 202 
Frisch's Restaurants 220 NA NA Sra) Saal 326 
Red Barn (Canada) IES NA E50 163 168 200 


(1) Sales/unit figures are estimates, based on 
company and trade comments. 


(2) Sales/unit figures for Controlled Foods are 
for the drive-in units in Canada only. 


Source: Annual Reports of Individual Companies 


Appendix III 
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THE LIMITED MENU FAST FOOD RESTAURANT INDUSTRY 


Comparison of Leading Companies 


Where Fiscal -----Farnings per Share (Actual)------- Projected 1964/68 Ann 
Traded Yr End 1964 1965 1966 1967 1968 1969 Growth Rate 
Established Companies 
Lum: sine. OTC July 31 .04 See ook .94 1.09 2.40 129% 
Kentucky Fried Chicken NYSE Sept 30 OS re 8) e293 - 42 LO ec. Oo 
Harvey's Foods TSE Mar 31 .08 es ei4 BING) Beis. 45 46% 
McDonald's Corp. NYSE Dec 3l 44 74 289 ele I-65 =<240 40% 
Gino's Inc. OTE Dec 31 Ld AS) 24 OS 25 . 80 39% 
Denny's Restaurants NYSE June 30 G8) 34 oe: 43 . 60 .90 27% 
Recent Underwritings 
Collins Foods International OTC April 30 OZ, mat 2a 50 . 80 be ZO 81% 
Self Service Restaurants OTG Déec-3L =O: 213 0 as SA mys ae 58% 
Controlled Foods International OLE Dec 3l .07 . 08 moh We’ 14 24 . 40 34% 
Sambo's OTC Dec 3l Bet | . 34 . 60 39 . 68 «a0 32% 
Kenflo Corporation OTC Oecrsl BES ear econ) . 40 .30 . 65 26% 
Frisch's Restaurants OTC May 30 ie Re! bees sy: 187 1.89 2.03 Hae HE IWS 


Source: America's Fastest Growing Companies 
The Financial Post 
Annual Reports 
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A & W Drive-In Restaurant, 
Niagara District, Ont. 


Country Fair Drive-In Restaurant, Mississauga, Ont. 


BURNS BROS. AND DENTON LIMITED 


Investment Dealers’ Association of Canada 


MONTREAL: 
1 Place Ville Marie 
Montreal 113, Quebec 
Tel: 875-2130 


HAMILTON: 
105 Main Street East 
Hamilton 20, Ontario 
Tel: 528-8367 


EDMONTON: 
10117 Jasper Avenue 
Edmonton 15, Alberta 
Tel: 429-6131 


Members 


The Toronto Stock Exchange 


Montreal Stock Exchange 
Canadian Stock Exchange 


Vancouver Stock Exchange 
Winnipeg Stock Exchange 


Members 


Head Office: 


TORONTO: 


P.O. Box‘No. 39 
Toronto-Dominion Centre 
Toronto 111, Ontario 
Tel: 367-5500 


Branches: 


HALIFAX: 
1681 Granville Street 
Halifax, Nova Scotia 


Tel: 422-1366 


WINNIPEG: 


338 Broadway 
Winnipeg 1, Manitoba 
Tel: 947-1501 


VANCOUVER: 
1111 West Hastings Street 
Vancouver 1, British Columbia 
Tel: 682-9681 


LONDON, ENGLAND: 
9 Basinghall Street 
London E.C. 2, England 
Tel: 606-2782 


Affiliate: 
NEW YORK: 


Burns Bros. & Denton Inc. 
140 Broadway 


New York, N.Y., 10005, U.S.A. 


Tel: 344-3870 


Members: Midwest Stock Exchange 
(Chicago) 


OTTAWA: 


100 Sparks Street 
Ottawa 4, Ontario 
Tel: 236-0167 


CALGARY: 


620 4th Street S.W. 
Calgary, Alberta 
Tel: 266-4051 


SAINT JOHN: 


44 Prince William Street 
Saint John, New Brunswick 


Tel: 657-6472 
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